specialised business opinion and expert advice required by industrial
banks arc only available to a limited extent; but the latter can be, to
some extent;, provided from the Government entablement which wo
have proposed, subject to the conditions laid down in paragraph 127
of Chapter IX. We are not blind to the dangers which attend the giving
of advice on an industrial proposal by the Government oflieer or depart-
ment ; but we [eel confident that the successes will HO greatly outnumber
the failures, that the general results of such a policy will be advantage-
ous. It in impossible for a bank to retain in its permanent employment
a sufficient numbor of first-clans experts to advise it on a great diversity
of now industrial undertakings, while, if it confines itself to financing
those as to tho soundness of which it is able to satisfy itself, its activities
will be too restricted to enable it to earn a profit on ite necessarily largo
capital; and ifc may even have to limit its investments to BO small a
number of industries us to endanger its own stability. It appears to
follow that an industrial bank with a sufficiently large capital to ensure
its safe working must, at any rate for .some, time, combine ordinary bank-
ing business with its industrial activities to enable it to obtain a return
on its capital. But ifc cannot be, too strongly emphasised that, in such
a cane, the clearest; possible distinction must be drawn between indus-
trial fmanoo and, ordinary banking business, Share and debenture
capital and long-term deposits may legitimately be used for the former
purpose, but short-torm deposits never ; and any attempt HO to employ
thorn nhoukl be most strictly prohibited, if necessary by law.
290, Judging by the information available from Japan and Germany,
an industrial bank can assist in tho provision of initial capital, either by
examining proposals for starting new concerns and allowing their pros-
pectuses to issue with its imyrwwit'ur, or simply by providing them with
money. This again may be done either by loan or by the purchase of
shares.
The provision of working capital for industries that have been started
iw undertaken by existing banks, but few of theno lend money on the
security of plant and buildings, or reach the smaller industrialist who
most needs help, even when he can oiler personal security or a lien on
actual goods. An extension of facilities to moot these canes would be
of the greatest assistance to small and middle-class industrialists.
What is required, then, is a bank which, can keep in touch with small
industrialist, is able to estimate tho prospects of a fairly extensive
range of industries, and possesses funds which it can afford to lock up
for a time in securities not readily realisable. A bank that is so equipped
will often be able, even if it has in the last resort to take over a factory,
to avoid much of tho loss which such a course would usually entail on
an ordinary bank. It is clear that a limit will have to be*, placed on the
amount advanced on security of this kind, and this should be fixed with
special care in the caso of money advanced towards initial capital. "Plant
has, in some cases, a sale value which can bo estimated with a consider-
able degree of certainty ; it then constitutes a fairly liquid asset.